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Principal Assumptions

Monetary Policy
e interest rates rise appreciably over the projection period.
8 \'2 grows at around a 5 percent annual rate and M3 at about a 7 percent
rate over the next six quarters,
Fiscal Policy

e Deficit-reducing actions of about $25 billion in FY1988.

Other

® Foreign exchange value of the doliar declines at somewhat less than a 10
percent annual rate.

e L_ittie further change in the price of crude oil.
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FOREIGN EXCHANGE VALUE OF U.S. DOLLAR AND INTEREST RATES
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Prices of Non-oil imports*
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EXTERNAL BALANCES
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Forecast Summary

Chart 18

[ Board
Members
Percent change, Q4 to Q4 Range Median
Nominal GNP
1987 53307 6
1988 5t 7 5V
Real GNP
1987 2103¥% 2%
1988 1103 3
GNP Deflator
1987 3to4 3Va
1988 2 to 4 K3V
Average level, Q4, percent
Unemployment Rate
1987 61t065 6.2
1988 59t068 64

Presidents
Range Median
6510714 6%
53 to 8 7
21 t0 3 2%
2103 2V
3todyy 3N
3 t05 414
621065 64
6.0to 6.7 6.2

Staff
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3
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6.3

Previous FOMC Projections for 1987

Percant change, Q4 to Q4
Nominal GNP

Real GNP
GNP Deflator

Average level, Q4, percent

Unemployment Rate

F_Reported to Congress Feb. 19, 1987

Range

41 1o 71
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215 to 4

61s to 6}

Central Tendency

5y to
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3 to

61 to

612
3
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